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12 Potential for gradual 
retirement and 
recommendations 
Lei Delsen and Genevieve Reday-Mulvey 
The situation in the countries selected for study shows that extension of 
working life is seen everywhere as a crucial policy for reducing the burden of 
social expenditure in years to come. Because of its flexible nature which is 
well suited to end of career, gradual retirement is finding increasing favour 
with the majority of workers, and growing acceptance with management and 
trade unions. There are, of course, features common to all the countries 
studied. And yet the situation as observed in 1995 varies greatly from one 
country to another. In this, Part IV of our study, we shall: 
1 assess the extent of, and potential for, gradual retirement in the countries 
considered, by classifying them in four categories; 
2 make recommendations for both public and company policies, and stress the 
need for their better integration; and finally 
3 say a few words about the now evident need for rethinking the issues of 
work and retirement as part of a new approach to welfare in our societies. 
12.1 The situation in the countries studied 
In order better to understand the main trends and features of the current 
situation in the countries studied and therefore the potential of each for gradual 
retirement, we propose a tentative typology of four models: the Swedish, 
Japanese, Continental and Anglo-Saxon models. 
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The Swedish model has worked successfully for almost 20 years. In that 
country, labour force participation rates have decreased less than elsewhere 
and, in 1994, in spite of the severe recession, for men in the 60-64 age-group 
they were still at over 56 per cent and at 82 per cent for the 55-59 age-group. 
Almost one half of workers between 60 and 65 are in some form of gradual 
retirement, on generous financial and professional terms. There are three main 
reasons why this model has been successful: availability of part-time jobs and 
the habit of working flexibly, a good partnership between the State and 
enterprise, and the high replacement rate of partial pension arrangements. In 
Sweden, although no direct legislation on the issue exists, there is little age 
discrimination compared to countries such as the UK, France or Germany. And 
it can be said that a culture of late and phased retirement has already been 
established there, even if the events of the recent past might seem to suggest 
otherwise. Firms, especially big ones, make impressive use of continuing 
training until end of career and the recent thrust of employer policy has been 
to strengthen the relationship between productivity and wages. 
The fairly widespread practice of gradual retirement in Sweden has been 
made possible above all by legislation which dates back to 1976 and which has 
provided for the combination of a partial pension and part-time work with 
good replacement rates. Whenever, as in the past, the Government has tried to 
cut expenditure and reduce those replacement rates, there has been an almost 
immediate decrease in the use of gradual retirement. 
Important reforms to the pension system were introduced in June 1994. 
These will raise the age of partial retirement from 60 to 61, reduce the partial 
pension replacement rate (from 65 to 55 per cent), and reduce the number of 
hours compensated. Moreover pensions will be based on lifetime earnings, 
furnishing an incentive to work longer. However, the flexible partial pension/ 
part-time work scheme, being deemed too costly, is due to disappear in 2000, 
leaving, as the only options available, a part-time old age pension and a part-
time disability pension, which are less attractive. 
The potential for gradual retirement in Sweden is now not as great as in the 
other countries studied, for the simple reason that so much has been achieved 
already. What now appears important is to be able to follow along the narrow 
path of public savings so necessary to the country's economic well-being 
while, at the same time, conserving its practice of gradual retirement and the 
other socio-economic policies that have made it in recent decades a model for 
so many other countries. 
The Japanese model has in common with Sweden high participation rates for 
older workers. It is well-known that this is due in part to the 'shukko' system 
of employment normally operated by big firms. Under this system, large 
numbers of employees work on after the pension age of 60, frequently up to 
65 if not later, and mostly part-time, often in a subsidiary of their previous 
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employer. The financial and professional conditions offered to workers are not 
as generous as previously, but their income from this work is additional to the 
pension which for some of them is still too low. Self employment is also 
developed in Japan among older workers, and there exist 'silver centres' where 
workers, usually from smaller firms, can obtain information and support in 
finding part-time employment after the pension age. It is common knowledge 
that Japanese workers value the social 'inclusion' that this type of employment 
after pension age confers. Various surveys show that Japanese workers would . 
like to continue even later than is nowadays possible. 
The seniority rule which used to be very strong in Japan has been made 
more flexible, and now 50 is becoming the age as of which there is no further 
increase in the basic wage; sometimes there is even a decrease. I. Shimowada 
points in his chapter to the trend towards 'more flexible management policies' 
which 'will help to rectify the imbalance between performance and wages 
which is thought to constitute a major obstacle to more widespread employ-
ment of older workers'. More training, more flexible work and more job 
redesign are being offered, it appears, by an increasing proportion of firms. 
The refonns of 1986 and 1994 have been highly instrumental in promoting 
employment of older workers. They have made early retirement less attractive, 
have modified the earnings tests, have made the future state pension obtainable 
in full only at the age of 65 instead of 60 (this change will come into force 
between 2001 and 2013), and have provided various subsidies to companies 
wishing to employ workers after the age of 60. There can be said to exist in 
Japan a government-led global policy and strong incentives from the State to 
encourage enterprise to extend work-life in a land whose life expectancy in 
good health is one of the highest in the world. Japan's labour force, it should 
be repeated, is aging earlier than those of Europe or America and, it seems, 
with no loss of productivity. However, although practice of gradual retirement 
outside main employment is already widespread, the potential for more gradual 
retirement is considerable since Japan's goal in this matter is to go from 'a 
society which retires at 60 to one that works until 65'. This will require 
extending and reinforcing many of the measures that have already been set in 
place. 
The Continental approach is exemplified by France, Germany and the Nether-
lands. These three countries are characterised by a practice of very early 
retirement which has been encouraged over the last IS years by public policies, 
and by a strong consensus between enterprise, the State and workers, resulting 
in very low activity rates for workers from the age of 55. It has been said, and 
rightly we believe, that labour force participation rates in these countries reflect 
more the availability of generous social-security provision than the situation 
of labour markets. In all three countries a strong early retirement culture exists. 
Over recent years, disability, unemployment and early retirement routes have 
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been reduced significantly but they will have to be made even less accessible 
and more expensive in the future. In Germany (W. Schmahl et al.) and the 
Netherlands (L. Delsen), for example, invalidity and disability pension routes 
have been, and remain, loopholes for those who want to retire. 
Public policies and collective agreements to encourage flexibility and 
phasing have been launched in these countries, for the time being more so 
perhaps in France than in Germany and the Netherlands. And there are the 
beginnings of a trend away from early retirement, especially in France and the 
Netherlands. In France over 30,000 workers were on gradual retirement at the 
end of 1994 and a fair number of examples of satisfactory practice already 
exist in this area; they show how important financial help from the State and 
a good partnership with enterprise really are. The task, however, of convincing 
workers who have got used to the idea of very early retirement of the virtues 
of extending work-life is not an easy one. 
In Germany, recent legislation (Pension Reform Act of 1992) provides the 
basis for gradual retirement-oriented policies, but for the time being imple-
mentation has had only a very limited impact due to labour market difficulties 
(German reunification) and to the lack of· sufficiently strong and flexible 
financial incentives (for example, the age at which phased retirement becomes 
possible is too late). Future measures to reduce exit routes in order to create 
more incentives to later and phased retirement are to be announced by the 
Government, and over recent months labour unions have also been proposing 
measures to promote gradual retirement. 
In the Netherlands, collective agreements have recently been concluded and 
reflect the growing trend away from early retirement (vUT) towards more 
flexible occupational pension schemes allowing partial pensions. Flexible work 
patterns are widespread which is, of course, one of the important conditions 
for gradual retirement, and, since 1994, part-timers may no longer be excluded 
from pension provision. A major obstacle to any real progress, however, is the 
fact that the majority of pension funds remain final-salary based, but the 
Government now appears to favour a move towards average-pay systems. 
Other necessary company measures are, as in Germany and France, more 
training for older workers and more flexible pay systems. 
In all three countries the potential for gradual retirement is considerable, and 
we shall be indicating below what we believe is required to make it a large-
scale reality. 
The Anglo-Saxon approach is exemplified by the UK and USA, where no strong 
public policies exist, but where flexibility is common. In both these countries 
part-time work and self employment among older workers have been increas-
ing. 
In the usA, due to the downsizing of firms and to the collapse of the so-
called 'career employment system' for older workers, many employees in their 
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fifties have been losing their jobs (Doeringer, 1993). Between the ages of 55 
and, all too rarely in practice, 65, when they can begin drawing their state 
pension, they have had to take 'bridge jobs' which are often part-time, fre-
quently pay less, and almost always provide lower levels of protection than 
their previous employment. And yet, well-known cases of post retirement-age 
employment exist such as, for example, the Travelers where working condi-
tions for 'retirees' are usually excellent. Other examples can be found in 
banks, insurance companies, town administrations, colleges and supermarkets. 
but the conditions in such cases are not always representative of average 
conditions. In one sense, gradual retirement can be said to exist to a certain 
extent in practice, often outside main career employment, but legal measures 
will need to be taken in order to create the proper statutory social and financial 
framework required for its propagation. Recent surveys show that the potential 
for further gradual retirement is still considerable. 
In the UK, public early retirement policies were tightened up at the end of 
the 1980s due to financial constraints and, since then, official policy has con-
sisted of attempts to convince large employers of the advantages of retaining 
older workers much later than they, the employers, would wish to do. Employ-
ers' practice produces some interesting examples of better management of 
older workers. But in the absence of proper legislation and sound financial 
incentives, the results of this policy have not been very encouraging. Existing 
pension rules are once again ari obstacle, based as they so often are on final 
salary, and funded from contributions which increase with the age of the 
employee. 
12.2 Recommendations for public policies 
Although some of the necessary changes or reforms have just been mentioned, 
it seems important at this stage to examine more comprehensively the public 
and company policies needed for large-scale realisation of the potential for 
gradual retirement in the countries studied. 
It has been asserted in Part I of our study that raising the retirement age or 
changing pension conditions and rules will not, of themselves, suffice to 
reverse the significant trend towards early retirement which has taken place 
over the last twenty years. Reference has been made, more especially, to a 
much-needed change in attitude since all countries have been deeply affected 
by the so-called 'early retirement culture', particularly the three continental 
countries and, to a lesser extent, the UK and the USA. 
As was made clear in the introduction and in some detail in the respective 
country chapters, all the countries examined have now initiated moves towards 
pension reform. Yet on reading the country chapters what stands out as 
essential is that public policies need to be sufficiently comprehensive and 
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accompanied by incentives at various levels if a significant change of direction 
is to be hoped for in the years to come. Those countries which so far have 
been more successful in implementing gradual retirement are probably the ones 
which have designed global public policies (Sweden and Japan, and very 
recently, France). The description of the raft of new public policies in France 
may give some idea of the reach and coherence of policy options the editors 
believe to be required. 
First, it has been stated in most country chapters that it is essential to make 
early retirement options as well as disability and unemployment routes more 
difficult, more costly and their terms more stringent. Although the countries 
studied, especially the Netherlands, Germany, Sweden and France have all, in 
varying degrees, moved in that direction, much ground still remains to be 
covered. It will be objected that current labour market conditions, and especial-
ly high rates of unemployment, make any progress in the desired direction at 
this time very difficult. It is precisely for this reason, the editors believe, that 
gradual retirement cannot be handled outside the broader context of employ-
ment redesign and redistribution (see below). 
A second set of policies has to do with gradual retirement itself. The usA 
and the UK do not as yet have any specific legislation in this field, and the 
American authors, at least, have called for some kind of statutory structure for 
social security within which to promote gradual retirement. In the USA, for 
example, earnings test rules have been described as too severe. Political change 
in the UK would almost certainly bring with it welcome legislation in this area. 
In other countries, recent legislation (or, in the Netherlands, collective agree-
ments) is beginning to promote replacement of full early retirement by gradual 
early retirement. But such legislation clearly needs to be accompanied by 
financial incentives from the State, and we can see the positive results of 
policy strategies allied with incentive measures in countries like Sweden, Japan 
and more recently France. The German authors indicate that one of the reasons 
why thus far implementation of new legislation has not been effective is 
because of insufficient financial incentives and of regulations that are too 
complicated. The age at which gradual retirement can commence is also 
crucially important. Changing the deeply-rooted mindsets of the early retire-
ment culture requires drastic redesign and gradual implementation. Japan 
seems, in this respect, to be a very good example of how to do it. 
Financial incentives can also help employers hire older unemployed workers, 
and this measure exists in at least two countries, France and, since July 1995, 
Sweden. They can help target older workers for continuing training until end 
of career. Practice in Japan and France is relevant here, as also is the German 
authors' call for older workers to be made 'an important target group for 
public-financed vocational training'. But in the final analysis it appears that a 
good partnership between the State and enterprise is vital to the development 
of gradual retirement. 
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12.3 Recommendations for company policies 
'One can hardly overstress the importance of properly integrated public and 
company policies for promoting the employment of older people' (I. Shimo-
wada). In this domain, as for public policies, the country chapters describe a 
number of changes over recent years. However, all too frequently, new man-
agement policies for older workers have concerned too few firms and, there-
fore, too few workers. All country chapters have referred to model firms and 
instances of good practice. These experiences need in future to become the 
norm. Among the many company measures whose promotion country authors 
have recommended, we can examine here only the most important: personnel 
age-specific management, occupational pensions, training, pay policy, and part-
time and flexible work options. 
Personnel management 
'The need for better integration of older people into the work force is increas-
ingly admitted in publications on personnel management and by employers in 
their statements' (W. Schmahl et al. in the chapter on Germany). Our provi-
sional conclusion is that, for the time being, it is probably more awareness of 
future challenges that is developing in representative firms in the countries 
surveyed than new age-specific management practice. Whatever the case, it is 
a fact that in all countries a small number of dynamic firms, often big ones, 
have started new policies either for employees in mid-career (such as abilities 
assessment and the drawing up of training plans for workers aged 40 to 45) or 
for their better integration at end of career. Mid-career abilities and aptitudes 
assessments, the training plan, internal or external mobility, ergonomic 
methods, flexible work schedules or reduced workload at end of career (and 
sometimes earlier), are some of the instruments being used and there is no 
doubt that they will be developing over the next few years . 
The justification for new age-specific policies must always be commercial 
and economic before it is social. Older workers, it has often been recognised, 
perform tasks better or differently than younger ones, and the 'differently' 
can be an advantage where, for example, customer relations, sheer expertise 
or team-work are involved. The best way to convince other firms or other 
departments within a firril of the validity of a new approach to work force 
aging is to show them the results of new practice. As P. Taylor and A. 
Walker in their chapter on the UK point out: ' in order to persuade manage-
ment of the benefits of employing older workers, some personnel departments 
publicised examples of where the organisation had successfully deployed 
older people'. 
If policies for enhancing the employment opportunites of older workers are 
to make any headway at all, they will need to serve as much the interests of 
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employers as of employees. Ideas, therefore, for improving the various varia-
bles which can make employment at end of career less expensive, more 
flexible, more adaptable and equally productive, have to be marshalled and 
built into corporate practice. Examples of good practice will be imitated and 
as a result new norms established, as has, to some extent, already happened in 
Sweden and Japan. 
Occupational pensions 
In some countries occupational pensions currently constitute an obstacle to 
gradual retirement and in various ways. First, many Dutch, British and Ameri-
can pension funds are final-salary based and authors have called for changes 
to the rules to make them average-earnings based. In the UK, in addition, 
contributions from employers increase with age; this is another rule that will 
need to be modified. In the countries studied, there seems to be an emerging 
consensus about the need to make such changes, and it has also been suggested 
that there is a need to align the payment rules of occupational pensions on 
those of the statutory pension schemes for a more favourable impact on 
gradual retirement. And finally, for Germany, the UK and the usA, it is recom-
mended that the rules for occupational pensions should cease to be such a 
strong incitement to very early retirement. 
Training 
In order for older workers to remain motivated and productive, continuing 
training should not terminate at 45 or 50 years but should continue until end 
of career. Countries where such company policies exist are in a much stronger 
position when the decision to extend working life is taken, although all coun-
tries need to develop such policies further. The statistics for Sweden showed, 
it will be remembered, how impressive training is even for older workers. In 
bigger French companies, the same policy is beginning to be encountered. In 
Japan, there are incentives for training older workers, and bigger firms are 
running successful schemes to meet this need. In the Netherlands and Ger-
many, training until end of career has also developed over recent years but 
much more needs to be done. The situation appears less encouraging in the usA 
and the UK, and will require more incentives, more carefully targeted, from the 
authorities, and more challenging strategies from firms if things are to be 
improved. 
Pay policy 
Another important variable is pay policy. It is perfectly clear from most 
chapters that seniority-based policies, by raising the wage costs of workers at 
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end of career, constitute a real obstacle to all fonns of extension of working 
life. In all countries, there is a growing trend in wage calculation today 
towards reducing the weight of the seniority factor and increasing that of 
performance. This trend is perhaps more prevalent in the United States and the 
UK, but is now to be found in France as well where, in some sectors such as 
insurance, the old seniority pay system has been recently scrapped. In Japan, 
where seniority is a revered social value, seniority calculation now frequently 
levels off at 50, work after the age of 60 being outside main . and regular 
employment, with very different wage profiles. In Germany, Sweden and the 
Netherlands, employer policy has been to strengthen the relation between 
wages and productivity. 
Part-time and flexible work 
The development of part-time and flexible forms of employment is obviously 
important for gradual retirement. Most countries have seen such development 
at either end of the life-cycle. Countries such as the Netherlands and the UK 
have a high rate of part-timers. Some have improved legislation in this respect 
so as to provide better levels of protection for part-time work (for example, 
France and the Netherlands). In other countries, there is availability of part-
time jobs for older workers either inside (e.g. Sweden) or outside main career 
employment (e.g. Japan, USA, UK), but social protection for part-time employ-
ment has to be improved in the latter cases. It has been recognised by many 
that part-time work is likely to improve the productivity of older workers, 
reduce absenteeism and increase motivation. Examples of good initiatives for 
promoting part-time work in a targeted fashion are Japan's 'silver centres' or 
the part-time jobs banks such as ABLE or NOWIS in the usA. 
12.4 Rethinking work and retirement, or the need to coordinate 
employment and social policies 
At the end of his chapter, H. Sheppard asks: 'Is it possible due to the chal-
lenges stemming from chronic unemployment and to the potential of technol-
ogy-driven productivity increases, that we are on the verge of a redefinition of 
what constitutes full-time ... to a point where something that is now considered 
part-time will be categorised as full time? ... Such a policy, among others, 
could be salutory to the challenges of system-wide joblessness.' 
It is very much the editors' conviction that demographic and financial 
pressures require that the welfare states define new social and employment 
policies. Advances in information technology make it imperative for our 
societies carefully to re-examine the concept of 'full' employment. Wnile, over 
the last 25 years, the services sector has unquestionably proved prolific as a 
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creator of jobs, current and foreseeable restructuring in certain branches of the 
service sector - for example, banks and insurance - is going to result in job 
losses which will not necessarily be offset by job-creation in other branches, 
to say nothing of further substantial job-losses in the years to come in industry 
and agriculture. Moreover, in spite of a reduction in the number of young 
persons entering the labour market, increased productivity and labour substitu-
tion by capital will oblige us sooner or later to face the issue of how much 
work the average citizen will need, or can expect, to do. 
Given the overall volume and new quality of work the service functions 
offer, new employment policies could be devised around the notions of basic 
employment. This might mean a shift from 'full-time' employment and exclu-
sion from the labour market of over 30 per cent of potential workers (those 
receiving social benefits in one form or another, that is the unemployed, early 
retirees, older people wishing to remain active after the retirement age, young 
students, mothers with family responsibilities, etc.) to a society where govern-
ments and firms are concerned with assuring basic employment for all, that is, 
part-time work for all citizens of an age and ability to work. This new profile 
for 'full employment' would be positive for both enterprise (higher productiv-
ity, less absenteeism) and the community (less exclusion, more time for 
community activities). Much less financial support would be needed for the 
unemployed, the student, the mother, the early retiree and so forth. With such 
an approach it might be possible to build a society where the average citizen, 
whether young or old, man or woman, would work at least 1,000 hours per 
year, more if he or she is able to find extra hours of work, and be integrated 
socially with free time for other activities, whether economic, social, cultural 
or artistic. It has actually been calculated that in France the average number 
of hours worked per year divided by the potentially active population (people 
from the age of 20 to the age of 65) is around that number. This new 'full' or 
'basic' concept of employment is founded on the complimentarity of equality 
and efficiency. Indeed, basic employment, together with its complimentary 
entitlement - the basic income - would, if ever they were built into an inte-
grated social/employment policy, be found to be gradual-retirement positive 
and would render the official retirement age obsolete (Delsen, 1995). Basic 
employment, then, with gradual retirement as one of its facets, constitutes an 
essential aspect of what could be called 'a new welfare deal'. 
Social and employment policies, in other words, need to be combined or, at 
the very least, coordinated if we wish in future to promote a society less 
divided between two extremes: those who work too much and those who are 
excluded from productive activity of any sort (Chen, 1995). Therefore, gradual 
retirement seems to stand at the crossroads of two important issues: 
- the need to extend working life for very sound reasons which have to do 
with the financing of pensions and the proper management of human 
resources and skills; and 
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the need to develop well-protected and regular part-time work not only as 
a transition from full employment to full retirement, but also as a bridge 
towards a morally proper distribution of 'full' employment whose redefini-
tion is now long over-due. 
References 
Chen, Y -P. ( 1995), Partial Pensions for Partial Retirements: Need for Coordinating Social 
Security Policy with Employment Policy, Paper presented at the Mini-White House 
Conference on Aging, Baltimore, National Council of Senior Citizens, 23-25 February. 
Delsen, L. (1995), Atypical Employment: an International Perspective. Causes, Conse-
quences and Policy, Wolters-Noordhoff, Groningen. 
Doeringer, P. (1993), 'The Myths of Early Retirement and Second Carreers', Etudes et 
Dossiers, no. 179 (October), International Association for the Study of Insurance 
Economics, Geneva. 
Reday-Mulvey, G. (1993), 'Facing Social Uncertainty: Towards a New Social Policy' in 
Giarini, 0. and W. Stahel Limits to Certainty, Kluwer Academic Publishers, Dordrecht. 
